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Social Security - “Magic” or Muddle? 


Careful Planning and Study of the Program Now — Not New Legislation — Seen 


«cs Paramount Need. 


by W. Ruton WiL.iAMson 


’ I ‘HERE is no better example of the confused thinking on the whole topic of social security in 
this country than that afforded by two discordant actions in the U.S. Senate on a single day 


last year. 


Putting the cart before the horse, the Senate approved its version of H.R. 6000 —a bill 
for far-reaching modifications of the then extant social security legislation — then, after 


brief debate, approved Senate Resolution 
300 calling for an appropriation of $25,000 
to study all aspects of the social security 
program. 

The incongruity in these two moves is clear 
enough. The passage of one, with its great poten- 
tial effect on the economy, without the necessary 
analysis, and the approval of another for a study 
commission following five minutes discussion is 
symptomatic of the inherent fuzzy conceptions about 
the whole program. 

There has been no disposition since then to put 
the “study horse” where it belongs, (Congress 
being occupied with Korea and defense problems) , 
but the Administration eye is fixed nonetheless on 
still wider expansion of certain concepts of the 
overall security scheme. It is a warning that the 
need for such a study is imperative. 

This continuing disposition to enlarge, even in 
the face of greater demands on the nation’s econ- 
omy, is a plain signal that now is the time for some 
sort of comprehensive investigation and study of 
all facets of the social security program. To proceed 
blindly upon the basis of what sketchy knowledge 
is now possessed by those directing the programs, 
is to court fiscal disaster. 

Frankly, we lack clearly-understood objectives 
in social security. It is a field essentially alien to 
this country. It has neither been adapted to the 
United States, nor has a mature statement of its 
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functions appeared to date. There remains today a 
basic ignorance of its purposes, its ideals, its 
orientation. 

A year before enactment of H.R. 6000, ex- 
President Hoover said that at least one year’s study 
by competent persons was advisable before more 
social security legislation was adopted. He advised 
such study to learn how to brush away the impedi- 
ments and rigidities in the system. Congressman 
Carl Curtis of Nebraska urged the need for such 
basic study — study before legislation. 


A History of Prior Studies 


What is the history of prior studies of social 
security? In 1934, the Committee on Economic 
Security was appointed to map out the legislation 
now called the “Social Security Act of 1935.” In 
the summer of 1934, President Roosevelt appointed 
a Cabinet Committee headed by the Secretary of 
Labor, and included the Secretary of the Treasury, 
the Attorney General, the Secretary of Agriculture, 
and the Federal Emergency Relief Administrator. 
There were also named several advisory groups, 
over 100 persons in all. 

Mr. E. E. Witte, Professor of Economics from the 
University of Wisconsin was the Executive Director 
of the staff which served the Cabinet Committee. 
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Some 70 persons on that staff served longer or 
shorter periods. They prepared over 100 papers, 
reports, and memoranda. 

The Act under one of its sections provided: 


“The Board shall perform the duties imposed 
upon it by this Act, and shall also have the duty 
of studying and making recommendations as to 
the most effective methods of providing economic 
security through social insurance, and as to legisla- 
tion and matters of administrative policy concern- 
ing old-age pensions, unemployment compensation, 
accident compensation, and related subjects.” Since 


new areas and wider coverage, and more “adequate” 
benefits. 

The year following Congressman Curtis’ speech — 
in 1950 —Senator Cain of Washington determined 
on his own to find out what representative citizens 
in manufacturing, business, insurance, and other 
fields thought necessary in any analysis of social 
security. He asked what they thought was the need 
for a study commission; what should be its objec- 
tives, its personnel, its methods. He got perhaps 
100 replies. Here, in part, are some of them: 

“Unless and until a well-thought-out study is 
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then, there have been many memoranda, special 
reports, a monthly bulletin, and annual reports. 
Whole bureaus, divisions, and sections have been 
engaged in research, review, and publicity. 

In 1937 there was appointed by the Senate 
Finance Committee another Advisory Council. Its 
members represented labor, employers, and the 
public — and had most of the study done for it 
by the Social Security Board. Then, at irregular 
intervals over two years, its recommendations were 
developed and so were the Social Security Amend- 
ments of 1939. 


The House Ways and Means Committee under 
House Resolution 204 (79th Congress), appointed 
a study Commission under Commander Leonard J. 
Calhoun, former Assistant General Counsel! of the 
Social Security Board. This group developed “Issues 
in Social Security — 1946” which raised several 
vital questions. Two years elapsed, and another 
Advisory Council, was appointed by the Senate 
Finance Committee, with the late Edward R. 
Stettinius as chairman, and Dr. Sumner Slichter as 
associate chairman. The legislation inherent in 
H.R. 6000 can be said to have stemmed from the 
work of this Council. 

The history of studies has been put down care- 
fully, since it would superficially appear from it 
that there had been a superfluity rather than a 
paucity of study. However, these study groups have 
been dominated by the Administration — whose 
programs had clear objectives of expansion into 
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made, it is inevitable that the Social Security pro- 
gram will be subjected to perennial assault of 
well-meaning, but ill-advised individuals who seek 
to remedy defects (whether real or imagined) by 
legislation which will create two problems where 
only one grew before. . . .” 


“T am particularly glad that you have taken the 
position in favor of a well-organized (study) Com- 
mission . . . such a Commission might well be 
expected to take a full year or two to arrive at 
conclusions.” 


“I thoroughly agree with you that the whole 
Social Security program needs revamping in the 
interests of national security. Wholesale adventures 
in socialism (which seems to be the political passion 
of the moment) can involve us in a vast mass of 
practically invisible contingent liabilities that can 
in a few years outrun the published Federal in- 
debtedness.” 


Successively, ex-President Hoover, Congressman 
Curtis, Senators George, Millikin, and Cain have 
been impressed with our ignorance of the basic 
needs of social security, and with the desirability 
of substituting knowledge — and really, of correct- 
ing an undesirable trend in social legislation. 

Here is what Senator Cain said last year: 

“I will continue to be anxious (even though the 
bill H.R. 6000 is passed), and hopeful that any 
study group established and authorized by the 
Congress will undertake a serious analysis of the 
social security needs of the aged population of the 
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United States. . . . The step-rate tax rises come at 
intervals (under the bill, H.R. 6000), beginning 
in 1956, six years from now. Then the race starts 
between the social security tax income and the 
benefit outgo. If the benefit outgo exceeds the tax 
income, and if the trust fund is absorbed, and 
there is every good likelihood that that will occur, 
then there will be nothing but brass knuckles and 
a club in the shape of increased taxes to keep the 
system from bankruptcy.” 


Can Mean Anything 


The objectives of such a Commission are plainly 
clear: study of the current environment — the assets 
and income of the aged and of the broken families — 
the roster of existing services and facilities, and 
the way they are functioning and can be expected 
to function in the future; learning the warning 
lessons from foreign experience; the preparation 
from adequate time, adequate background, adequate 
brainpower, of a mature report. Probably a respon- 
sible sense of balance, and an honest intention to 
seek for truth will help in the consideration of 
the personnel of such a commission. We will need 
the miracle of rediscovery of cause and effect, of 
basic artithmetic, of the learning process, of per- 
sonal ambition, and responsibility. 

The building blocks with which such a Com- 
mission will have to work deal with the population, 
its age, sex, race, job, family and other character- 
istics (demography); methods and effectiveness of 
its insurance, savings, investment facilities (thrift) ; 
of arithmetic, accounting, finance and tax policy 
(fiscal); of quantity production and the division 
of the product (technology). The “students” of 
this Commission should not feel themselves confined 
within the world of Marx, Keynes, Beveridge and 
their American counterparts. They should not ignore 
the vigor of the American tradition, nor be ashamed 
of a pre-New Deal-patriotism — with its willingness 
to “start from scratch” — and accept the risks that 
go with venture capitalism. 

They should be expected to examine a true pay-as- 
you-go system of paying benefits instead of denying 
them, and to show how the transition from negation 
to effectiveness could be accomplished. They should 
probably be asked to consider “permanent total 
disability” —that misnamed mixture of curse and 
charity. They should be expected to examine em- 
ployer pensions so studiously integrated with the 
1939 OASI program. And they cannot afford to 
ignore the fundamental oneness of the vital Ameri- 
can economy upon which this superstructure has 


been reared — this cautious, pretentious, baroque 
edifice of governmental regulation. 

This Commission should ask “What?” and 
“Why?” and “How?” as to every facet of its 
assignment. Those questions that have received the 
treatment of 15 years of studious deafness should 
be heard, considered, and an attempt made at 
framing answers. 

The Commission cannot avoid the consideration 
of three aspects of the American — the man, the 
worker, and citizen— and the limitation of the 
state’s role in robbing the man of responsibility, 
to pass it on to the state. 

Consider for a moment what is generally con- 
sidered as included in “social security.” From 1934 
onwards, when old age benefits were perhaps the 
one major concern of the Social Security Act — 
“social security” has meant for many “old age 
pensions.” And, as a pension has long been looked 
on as a “windfall” from a benevolent “patron,” 
employer, foundation or government, this “wind- 
fall” concept has persisted. Now it is considered 
that “social security” covers benefits to the aged, 
to the sufferers from extended disability, especially 
blindness, to children, orphaned, semi-orphaned, 
crippled, or with non-earning fathers, to the un- 
employed. “Social security” as has been said, can 
now be construed to mean anything from buying 
a house, to giving the house to the children — and 
getting a cash income from the state, with Federal 
subsidy behind it. 

What today are the five principal concerns of 
the individual in connection with income loss or 
increased expenses? They are: jobless old age, 
death, disability, unemployment, and medical costs. 
The magnitude of their impact can be catastrophic, 
serious, or merely trivial. For example, an advanced 
case of cancer is, of course, catastrophic. A dozen 
weeks of confinement to home from one of the 
present virus diseases is serious. The bottle of 
aspirin tablets bought in the drugstore is trivial. 
After getting Federal intervention for catastrophic 
items, how can we be certain that there may not 
be some pressure extended to include the whole 
roster of serious and trivial items too, in social 
security, or socialized medicine? 

Consider now the logic of a potential benefit 
structure. How reasonable are the following dimen- 
sions for a national plan for old age? Should the 
benefits be set at levels to give most to the least 
needy? To the most needy? Without reference to 
need? Should there be a determination of the age 
when most persons have stopped working, and 
relate benefits at that age to the “presumption” of 
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retirement? Should the level of benefits be set as 
a floor of protection (below the presumption of 
subsistence requirements) to stimulate ambition and 
thrift? Should needs or means tests be avoided? 
Should the Federal government be kept out of 
relief? Should the source of funds be taxes, not 
contributions nor premiums? Should the tax exemp- 
tion for old age be abandoned and the level grant 
be applied to the reduction of taxes when taxes are 
larger than benefits? 

Here are a few of the questions on social security 
now pressing for answers. Certainly, they should be 
given every consideration by any study group. 


Some Answers Needed 


1. Why should the privileged, who have always 
helped the underprivileged, now expect major sub- 
sidies for themselves from Social Security? 

2. Is this apparent “bargain” to the top men 
a form of anesthesia — to dull the instinctive protest 
against the carrying contributions of the system? 

3. In the 1950 amendments to the Act, was it 
logical, after the emphasis on a contributory system, 
to lower the ratio of contributions to benefits? 

4. Have the precedents of the 1939 and 1950 
amendments, which reduced the individual rations 
of contributions to benefits, for the next decade of 
retirement, justified the growing loss of belief in 
the financial responsibility of the Administration 
that recommended them? 


5. Is it logical —in the granting of benefits of 


from 20 to 100 times the token contributions — that 
those with the most resources should collect the 
most “from others”? 

-6.-With this ~tax<problem. of such tremendous 
magnitude, how is it that tax students have fought 
shy of Social Security tax analysis? 

7. How can it be that the inflationary effects of 
OAST and public assistance have gone so long 
unnoticed ? 

8. Does not OASI deserve most of the blame for 
the abuses of assistance throughout the country — 
because it sidesteps dealing with the existing aged? 

9. Which is the more demoralizing — the “free 
benefits” of assistance, or the “free benefits” of the 
insurance subsidy? 

10. Is it true that the cupidity generated by such 
“free benefits,” is reducing the accuracy of our 
census returns as to the ages of our people, and 
warping the dependability of the mortality tables 
based thereon? 

11. What character-building qualities can be 
ascribed to Social Security to counteract the de- 
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moralization of “getting thar fustest for the 
mostest ?” 

These questions typify — sketchily —the range 
of essential inquiry arising on all sides. Referring, 
for instance, to question No. 4, the benefits in 
1939 were perhaps not increased over the program 
of 1935. But for the next dozen or fifteen years 
the individuals just reaching retirement age were 
given a lot more than they had expected from the 
earlier, more cautious formula— with a main- 
tenance of the 1% tax on the employee much longer 
than had been called for in the 1935 law. So to 
them it looked like magic — more in benefits —less 
in tax payment. 

In the same vein, in 1950, the Administration 
was very proud to be able to increase benefits from 
50% to 150%, to give a lot of benefits the individ- 
uals never expected to get at all (really an infinite 
increase). So existing benefits were “upped” an 
average of 77% — more benefits for the same tax 
already paid. Then the prospective beneficiaries 
look forward to about twice as much. Those earning 
under $3,000, who were paying 114% of pay simply 
keep on paying it. Those earning over $3,600 might 
have an increase in tax payment of 20% because 
of the higher limit taxed. Those between $3,000 and 
$3,600 would have less than a 20% increase. 

It is meant to look like “magic.” Inflation has 
brought in a lot more money and given an im- 
pression of “solvency.” The closest parallel is the 
old assessment life insurance company of the 1870's 
and 1880's — where it took just too long for the 
lag to wear out. But those things affected relatively 
small groups of people. The present plans have 
been blown up to about cover the whole nation. 

Perhaps such a Commission should be — at this 
time — mainly concerned with old age security — 
but as has been seen, social security is “all things 
to all men.” It is like a set of row houses holding 
each other up. Removing one of them leaves an 
ugly gap. The foundations were a bit sketchy. 
Cracks have appeared. Some of the material was 
not well seasoned—some could not have met 
proper specifications. 

Americans have seen other countries climb back 
from almost nothing to relative effectiveness. Per- 
haps, then, there is a challenge in insecurity. We 
can’t all be subsidized. But certain it is that without 
some definite, blue-printed plan of where we are 
going in the field of social security, a program that 
only adequate study by a competent Commission 
can provide, continued adherence to a plan-less 
scheme will eventually wreak havoc with our 
economy. 








